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AICPA Washington Report
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1JUSTICE. DEPARTMENT OF
Each airline, vessel company and tour wholesaler remitting to the Immigration and 
Naturalization Service (INS) "user fees" for the immigration, inspection, or pre- 
inspection of certain passengers arriving in the United States aboard commercial 
vessels or aircraft, would be required under proposed rules to submit to the INS a 
"certified assurance statement" from their independent public accountant 
"attesting to the degree of compliance" with the law, and the accuracy of 
remittances submitted (see the 8/12/87 Fed. Reg.. pp. 29863-65). According to the 
proposal, persons who issue tickets or travel documents on or after 12/1/86 are 
responsible for the collection of a $5.00 user fee per individual at the time the 
ticket or travel document is issued. Additionally, the rule states that the 
Attorney General reserves the right to conduct an independent audit of any 
remitter to assure compliance with the law and the accuracy of the remittance of 
the fee, and to conduct an independent audit in the case where a remitter has 
failed to provide the required certification. The deadline for written comments 
on the proposed rule is 10/13/87. For further information after reviewing the 
proposal, please contact Charles Thomason at the INS at 202/633-4705.
TREASURY. DEPARTMENT OF
Aldwyn K. Hyatt. CPA, has been appointed regional inspector for the IRS Western Region 
headquartered in San Franciso, CA. As the regional inspector, Mr. Hyatt is 
responsible for the internal audit and the internal security programs in the 
region. Internal audit independently reviews the operations of the IRS. Internal 
security conducts background and security investigations on new employees and 
investigates allegations of employee misconduct, attempted bribery, assaults and 
threats made against employees. The Western Region includes California, Idaho, 
Nevada, Oregon, Washington, Alaska and Hawaii. Prior to this appointment, Mr. 
Hyatt served as assistant regional inspector in the Western Region, a position he 
had held since 1983. Mr. Hyatt's career with the IRS began in 1967. Mr. Hyatt 
has been a member of the AICPA since 1978.
According to interviews conducted by the IRS between May and July 1986 of 1.772 tax 
return preparers and 152 attorney-advisors, 10 percent or less indicated that they 
would approve signing a return if large deductions were not documented or they 
held a strong suspicion that the taxpayer understated income. IRS Commissioner 
Lawrence Gibbs revealed the results of the survey in a speech to the National 
Society of Public Accountants in Boston on 8/18/87. Commenting on the results, 
Commissioner Gibbs noted that the 10 percent figure "is far better than a more 
significant showing," but still is "a number to be concerned about." 
Additionally, the survey revealed that 67 percent of the returns were filed by 
return preparers who would claim tax shelter deductions even though the only 
evidence to support such deductions was a Schedule K-1 to Form 1065, and about 17 
percent were filed by preparers who would not inquire about prior delinquencies 
when preparing a delinquent return. Gibbs expressed concern that, in the case of 
tax return preparers, the IRS survey showed that 41 percent of the returns were 
prepared by people who had no affiliation with a professional association. 
Approximately 27 percent of the preparers belonged to the AICPA, followed by the 
National Society of Public Accountants with 14 percent and the National 
Association of Tax Practitioners with 10 percent. The National Association of 
Enrolled Agents and the American Bar Association were 5 and 3 percent, 
respectively, according to Commissioner Gibbs. These numbers raise a
"communication issue" for the IRS, according to the Commissioner. "If there is no 
professional affiliation, what other channels can we use for keeping in touch with 
return preparers and reinforcing our messages?" he asked. The IRS, he concluded, 
needs "to form a working partnership of tax professionals" to help taxpayers get 
ready for tax reform. The new law is "so different and so universal in its 
reach," he said, that IRS efforts alone will not be enough.
2TREASURY. DEPARTMENT OF
The Commissioner’s Advisory Group has scheduled an open meeting for 9/9-10/87 in 
Washington. D.C. (see the 8/18/87 Fed. Reg. . p. 30991). The topics to be 
discussed include: introduction to compliance; unreported income; and penalties 
on 9/9; and the role of the practitioner and a general discussion on 9/10. The 
meetings are to begin at 9:00 a.m. on both days at 1111 Constitution Ave., N.W., 
Room 3313. Due to limited meeting space, notification of intent to attend the 
meetings must be made with Robert F. Hilgen by 9/1/87. Mr. Hilgen may be reached 
at 202/566-4143.
SPECIAL: LEGISLATION CREATING CHIEF FINANCIAL OFFICER FOR U.S. INTRODUCED IN THE HOUSE
The Federal Financial Management Improvement and Public Accountability Act, intended 
to establish the Office of Chief Financial Officer of the United States in the 
Executive Office of the President, was recently introduced by Rep. Joseph 
DioGuardi (R-NY). The measure, H.R. 3142, is a revised version of legislation he 
introduced earlier this year. In addition to creating the position of Chief
Financial Officer, H.R. 3142 establishes an Office of Assistant Secretary for
Financial Management within each executive department and an Office of the
Controller within each executive agency. Under the legislation, the chief
financial officer, who would be appointed once for a ten-year term, would be 
required to prepare an annual report of the consolidated financial position of the 
U.S. Government using an accrual method of accounting in accordance with GAAP. 
The CFO would also be required to prepare a budget for each fiscal year and a 
five-year budget forecast using the cash basis method of accounting, as well as, 
H.R. 3142 states, "prepare such budget and budget forecast using an accrual method 
of accounting..." in accordance with GAAP. Each agency Assistant Secretary for 
Financial Management and each Controller would also be required to produce 
consolidated financial statements for their department or agency using the accrual 
method of accounting. Each agency head would be required to develop performance 
indicators, including measures of costs and benefits, for programs projected to 
spend $25 million or more per year. These performance indicators would be 
approved by the CFO and audited by the Comptroller General, who is the head of the 
General Accounting Office. Rep. DioGuardi’s bill was introduced with 51 co­
sponsors and referred to the House Government Operations Committee. In the 
Senate, legislation to create an Under Secretary for Financial Management in the 
Department of the Treasury was introduced in July by the chairman of the 
Governmental Affairs Committee, Sen. John Glenn (D-OH) (see the 7/27/87 Wash. 
Rpt.).
SPECIAL: AICPA NATIONAL BANKING CONFERENCE ANNOUNCED
The AICPA's Twelfth Annual National Conference on Banking will be held 11/12-13/87 at 
the Grand Hyatt Washington Hotel in Washington, D.C. The program is designed to 
make the participant aware of emerging developments in accounting and auditing 
and the impact of competition and supervisory agency regulations on banking 
operations, as well as to recognize and cope with specialized transactions and 
developments applicable to the banking industry. Highlights of the program 
include an update on legislative developments in the 100th Congress, on current 
SEC reporting issues, on the FASB projects on financial instruments and 
discussions on implementing the new FASB Standard on Loan Fees, as well as an in- 
depth look at foreign loan matters, including debt/equity swaps. FDIC Chairman L. 
William Seidman will be the keynote speaker. Other speakers include 
representatives of FASB, the SEC, the banking regulatory agencies, executives from 
the banking industry and CPAs with extensive experience in the banking field. 
Topics for the general and concurrent sessions are as follows: Emerging
Accounting and Reporting Issues; Recent Developments in Auditing; Foreign Loan 
Matters; Loan Sales and Purchases; Financial Instruments; Community Bank
3Accounting and Auditing Issues; Current Tax Developments; Loan Fees; Broker Dealer 
Issues; Improving Your Bottom Line; and Regulatory Activities. A questions and 
answers period will also be included in each session and participants are 
encouraged to bring questions concerning particular problems to the session. 
Recommended CPE credit is 15 hours. For further information contact the AICPA 
Meetings Department at 212/575-6451
SPECIAL: DEFENSE CONTRACTOR PROFITS REVIEW ACT INTRODUCED IN CONGRESS
Legislation intended to increase the accountability over defense profits was recently 
introduced in the U.S. House of Representatives by Armed Services Committee member 
Rep. Charles Bennett (D-FL). The "Defense Contractor Profits Review Act,” H.R. 
3134, requires contractors with $100 million in annual negotiated contracts with 
the DOD, the NASA and the Coast Guard to submit a profits information report to 
the Defense Contract Audit Agency (DCAA). The profits report would be submitted 
to DCAA four months after the contractor's annual financial reporting period ends 
and its reliability would be reported on by an independent CPA. The profits
report would consist of balance sheet and income statement information reflecting 
the financial position and operations of each segment of the contractor which 
contributes to revenues received under negotiated defense related contracts. 
Segments are defined in the same manner as for Cost Accounting Standards purposes. 
The information would be submitted in a manner that distinguishes between the 
contractor's government contracts and the contractor's other business. The report 
would also include a reconciliation with the most recent annual financial 
statement the contractor filed with the SEC. The legislation requires the 
appropriate agency head to review the profits reports submitted to DCAA to 
determine if a contractor has made excessive profits on past contracts. Outlined 
in the measure are procedures the agency head must follow if such a determination 
is made. The bill defines "excessive profits" as those that are unjustified in
light of returns on assets made by companies in the private sector on similar and
comparable goods and services; the efficiency of the contractor; risk and 
investment of the contractor; the character of the business; and other relevant
factors. The legislation has been referred to the Armed Services Committee for
consideration. The measure has 31 co-sponsors including House Energy and Commerce 
Committee Chairman John Dingell (D-MI). Rep. Dingell's committee has held a 
number of hearings concerning profits of defense contractors .
The weekly issue of Washington Report will not be published on 8/31/87. 
Publication will resume on 9/7/87.
For further information contact Shirley Twillman or Joseph Petito at 202/737-6600.
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